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May  7,  2003  Audit  Number  02026 

President  and  Commissioners 

San  Francisco  Film  Commission 

1  Dr.  Carlton  B.  Goodlett  Place,  Room  473 

San  Francisco,  CA  94102 

Dear  President  and  Commissioners: 

The  Office  of  the  Controller  presents  its  report  concerning  the  audit  of  the  San  Francisco 
Film  Production  Fund  of  the  Film  Commission  (commission).  The  commission  collects 
fees  from  companies  that  film  in  the  City  and  County  of  San  Francisco  (City).  Although 
the  commission  properly  assessed  fees  in  accordance  with  the  Administrative  Code, 
Section  57.5(c),  the  auditors  found  that  the  commission  does  not  have  adequate  controls  to 
account  for  and  safeguard  the  money  it  collects.  For  example,  the  commission  risks  the 
loss  of  film  production  fees  by  not  issuing  pre-numbered  receipts  when  collecting  fees,  not 
maintaining  a  listing  of  cash  and  checks  turned  over  to  the  Mayor's  Office  for  deposit,  not 
reconciling  receipts  to  postings  in  the  City's  accounting  system,  and  not  always  depositing 
receipts  on  a  timely  and  consistent  basis.  Finally,  the  commission  did  not  submit  required 
annual  reports  detailing  revenues  and  expenditures  to  the  Board  of  Supervisors. 

However,  as  a  result  of  our  audit,  the  commission  has  recently  implemented  procedures  to 
correct  some  of  the  identified  weaknesses.  Nonetheless,  because  of  the  commission's  poor 
and  inconsistent  accounting  records,  we  could  not  conclude  whether  the  commission  has 
accounted  for  all  the  fees  it  collects. 

The  commission's  response  is  attached  to  this  report.  The  Controller's  Audits  Division  will 
be  working  with  the  commission  to  follow  up  on  the  status  of  the  recommendations  made 
in  this  report. 


Respectfully  submitted 


%lfr// 


Harringto 
Controller 


City  Hall  •  1  Dr.  Carlton  B.  Goodlett  Place  •  Room  316  •  San  Francisco  CA  94102-4694 


FAX  415-554-7466 


3  1223  07661  9213 


INTRODUCTION 


BACKGROUND 

The  Film  Commission  (commission)  markets  and  promotes 
the  City  and  County  of  San  Francisco  (City)  as  a  filming 
destination  to  the  film  industry.  The  commission  conducts 
outreach  through  industry  trade  shows,  advertisements  in  film 
trade  magazines,  and  sales  calls  to  New  York  and  Los  Angeles. 
The  commission  also  provides  expertise  and  knowledge  to 
productions  while  filming  takes  place.  It  functions  as  a 
clearinghouse,  both  locally  and  nationally,  for  the  industry  where 
questions  and  requests  are  handled. 

The  commission  is  made  up  of  eleven  members  including  a 
president  and  vice  president.  The  commissioners  are  appointed  and 
serve  at  the  pleasure  of  the  mayor.  The  executive  director  is 
appointed  and  serves  at  the  pleasure  of  the  commission.  The 
executive  director  is  responsible  for  supervising  a  staff  of  two 
employees  consisting  of  a  fiscal  specialist  and  a  deputy  director. 
The  executive  director  is  also  responsible  for  issuing  use 
agreements  to  production  companies  filming  in  the  City.  Use 
agreements  are  required  for  still  photography,  videos, 
commercials,  documentaries,  television,  and  feature  film 
production.  For  each  day  a  company  films  in  the  City,  the 
commission  may  assess  a  fee  based  on  a  fee  schedule  that  is 
established  in  the  San  Francisco  Administrative  Code 
(Administrative  Code).  The  commission  is  to  deposit  the  fees  in 
the  San  Francisco  Film  Production  Fund  (film  fund). 

The  commission's  fiscal  specialist  collects  use  agreement  fees 
from  film  companies  for  each  day  of  filming  and  periodically 
forwards  the  fees  collected  to  the  operations  section  of  the  Office 
of  the  Mayor  (mayor's  office).  The  deputy  director  of  operations  of 
the  mayor's  office  deposits  these  fees  to  the  City's  Office  of  the 
Treasurer  and  Tax  Collector  and  records  the  fees  in  the 
commission's  film  fund  in  the  Financial  Accounting  and 
Management  Information  Systems,  the  City's  accounting  system. 


SCOPE  AND  METHODOLOGY 

The  2000-2001  San  Francisco  Civil  Grand  Jury  requested  the 
Controller's  Audits  Division  to  perform  an  audit  of  the  film  fund. 
The  primary  objective  of  the  audit  was  to  determine  if  the 
commission  appropriately  assessed  and  collected  fees  from  film 
companies,  properly  deposited  fees  to  the  film  fund,  and  complied 
with  applicable  laws  and  regulations.  Our  audit  covered  the  period 
from  July  1,  2000,  through  June  30,  2002. 

To  conduct  our  audit,  we  reviewed  the  Administrative  Code 
section  relating  to  fees  charged  to  film  companies,  and  evaluated 
whether  the  commission  complied  with  the  provisions  for  charging 
established  fees.  We  interviewed  staff  in  the  commission  and  the 
deputy  director  of  operations  of  the  mayor's  office  to  document  the 
procedures  in  place  for  assessing,  collecting,  and  depositing  the 
film  fund  fees.  We  reviewed  a  sample  of  original  use  agreements 
and  traced  the  fees  collected  to  the  commission's  database  and  to 
the  City's  accounting  system. 


AUDIT  RESULTS 


THE  COMMISSION  ASSESSES  FEES  IN 
ACCORDANCE  WITH  THE  ADMINISTRATIVE 
CODE 


The  commission 
appropriately  assessed 
fees  required  by  the 
Administrative  Code  in 
most  of  the  use 
agreements  we  reviewed. 


The  Film  Commission  appropriately  assessed  fees  required 
by  the  Administrative  Code.  In  120  of  135  (89  percent)  of 
the  use  agreements  we  reviewed,  the  commission  charged 
the  correct  fees  to  production  companies.  Because  the  Board  of 
Supervisors  has  not  approved  a  new  fee  schedule,  the  use  fees  in 
existence  prior  to  the  amendment  of  the  Administrative  Code 
section  establishing  the  commission  remain  in  effect.  The  fee 
schedule  established  in  December  2000  allows  the  commission  to 
charge  a  daily  fee  of  $100  for  video,  travel,  documentary,  still 
photography,  industrial,  and  related  filming;  $200  for 
commercials;  and  $300  for  feature  films  and  television  programs. 
Nonprofit  organizations  and  schools  do  not  have  to  pay  any  fees. 

In  the  remaining  1 5  use  agreements  we  reviewed,  however,  we 
noted  that  the  commission  did  not  charge  or  collect  the  fees 
according  to  the  fee  schedule.  In  two  instances,  the  film  companies 
overpaid  the  commission  by  $200.  According  to  the  commission's 
fiscal  specialist,  the  companies  were  aware  that  they  overpaid  their 
fees,  but  chose  not  to  pursue  reimbursement.  In  12  instances,  the 
film  companies  in  total  paid  $2,300  less  than  they  should  have. 
According  to  the  fiscal  specialist,  the  commission's  executive 
director  decided  to  either  lower  the  charges  or  not  charge  the  film 
companies.  Finally,  in  one  instance  a  film  company  owes  $200  but 
never  submitted  payment. 

Although  the  commission  did  not  always  charge  film  companies 
the  fees  established  in  the  Administrative  Code,  there  is  no 
requirement  that  the  commission  charge  these  fees  to  the  film 
companies.  According  to  the  Administrative  Code,  Section  57.5(c), 
the  commission  may  charge  daily  use  fees  to  film  companies 
seeking  to  engage  in  film  production.  The  fiscal  specialist 
explained  to  us  that  the  executive  director  may  reduce  the  fees  on  a 
case  by  case  basis  for  low  budget  production  companies,  film 
companies  with  small  casts  and  crew,  or  if  the  amount  of  time  to 
film  is  short. 


THE  COMMISSION  NEEDS  TO  IMPROVE 
PROCEDURES  FOR  COLLECTING  AND 
PROCESSING  FEES 

Although  the  Film  Commission  generally  assesses  the  correct  fees 
to  film  companies,  we  found  that  the  commission  risks  the  loss  of 
those  fees  because  of  inadequate  internal  controls  over  its 
collection  and  processing  procedures.  Our  audit  revealed  that  the 
commission  did  not  issue  pre-numbered  receipts  when  collecting 
fees,  did  not  maintain  a  listing  of  cash  and  checks  submitted  to  the 
mayor's  office  for  deposit,  and  did  not  reconcile  receipts  to  the 
Financial  Accounting  and  Management  Information  System 
(FAMIS),  the  City's  accounting  system.  Furthermore,  we  could  not 
conclude  whether  the  commission  has  accounted  for  all  the  fees  it 
has  collected  because  of  the  commission's  poor  accounting 
records.  We  also  found  that  the  commission  did  not  always  deposit 
fees  collected  in  a  timely  and  consistent  basis. 


The  Commission's  Lack  of  Adequate  Controls 
Increases  the  Risk  of  Loss  of  Fees 

The  commission  increases  the  risk  of  loss  of  the  fees  it  collects 
because  it  does  not  have  in  place  minimum  procedures  designed  to 
reduce  the  risk  of  errors  or  irregularities.  In  almost  every  step  of  its 
revenue  cycle,  from  the  collection  of  fees  to  the  recording  and 
deposit  of  the  fees,  we  found  significant  weaknesses  in  the  way  the 
commission  handles  its  fees.  The  commission  issues  use 
agreements  to  the  film  companies  and  collects  the  fees  due  for 
each  day  of  filming.  However,  we  found  that  the  commission  does 
not  use  pre-numbered  receipts  to  keep  track  of  its  collections. 
Although  the  commission  records  the  fees  it  collects  in  the  use 
agreements,  the  agreements  are  not  pre-numbered  to  allow  the 
commission  to  keep  track  of  the  number  of  use  agreements  it 
issues  each  day.  By  using  pre-numbered  receipts,  the  commission 
can  keep  track  of  the  number  of  payments  it  receives  each  day,  and 
reconcile  the  fees  collected  on  the  receipts  to  the  fees  recorded  on 
the  use  agreements. 

After  collecting  the  fees,  the  commission  periodically  submits  the 
money  collected  to  the  mayor's  office  so  that  its  accounting  staff 
can  record  the  amount  collected  in  FAMIS  and  deposit  the  money 
to  the  San  Francisco  Film  Production  Fund  (film  fund)  maintained 
by  the  Office  of  the  Treasurer  and  Tax  Collector.  However,  we 
could  not  determine  whether  the  mayor's  office  actually  received 
all  the  fees  collected  by  the  commission's  fiscal  specialist  because 


neither  the  commission  nor  the  mayor's  office  kept  any  records  of 
the  fees.  Specifically,  the  commission  did  not  keep  a  record  of  the 
cash  and  checks  that  it  turned  over  to  the  mayor's  office  and  the 
mayor's  office  did  not  keep  records  acknowledging  receipt  of 
those  amounts.  In  the  event  of  a  cash  shortage  in  the  deposits,  the 
commission  would  not  be  able  to  identify  the  cause  for  the 
shortage.  The  commission  could  establish  more  accountability  by 
requiring  the  fiscal  specialist  to  prepare  a  listing  of  cash  and 
checks  received  and  having  a  representative  of  the  mayor's  office 
sign  the  listing  after  receiving  the  cash  and  checks. 

Another  weakness  we  identified  was  that  the  commission  did  not 
verify  that  the  mayor's  office  deposited  all  the  fees  the  commission 
submitted  to  the  mayor's  office.  By  not  reconciling  the  amount  of 
funds  it  submitted  to  the  mayor's  office  to  the  amount  recorded  in 
FAMIS  and  deposited  to  the  film  fund,  the  commission  increases 
the  risk  of  loss  of  those  fees  to  errors  and  irregularities. 


The  Commission  Does  Not  Maintain  Adequate 
Accounting  Records 

When  we  attempted  to  determine  the  amount  of  fees  the 
commission  collected  in  three  sample  months  of  the  audit  period, 
we  could  not  conclude  how  much  the  commission  collected 
because  of  inconsistencies  in  the  commission's  accounting  records. 
We  compared  the  amount  of  fees  the  commission  recorded  in  the 
use  agreements  to  the  fees  the  commission  recorded  receiving  in  its 
monthly  agreements  issued  and  fees  collected  reports  and  to  the 
amounts  recorded  in  FAMIS  for  the  three  months.  The  table  below 
shows  the  results  of  our  audit  tests. 


TABLE 

Fees  Assessed, 

Collected,  and  Deposited 

Month 

Amounts  Recorded  i 
Use  Agreements 

n       Amounts  Recorded 
in  Monthly  Reports 

Amounts  Recorded 
in  FAMIS 

October  2000 
May  2001 
April  2002 

$7,600 

10,450 

7,200 

$7,300 
9,950 
6,700 

$19,650 
13,505 
14,050 

Total 

$25,250 

$23,950 

$47,205 

Although  the  commission's  monthly  reports  are  to  list  all  the  film 
companies  that  the  commission  issued  use  agreements  to  each 


month,  and  the  amount  of  fees  collected  from  each  company,  we 
found  that  the  reports  contained  errors  and  did  not  list  all  the 
companies  that  were  issued  use  agreements.  For  example,  in 
October  2000,  the  commission's  monthly  report  indicated  that  the 
commission  issued  41  use  agreements  and  collected  $7,300. 
However,  when  we  examined  the  file  boxes  containing  the  use 
agreements,  we  found  that  the  commission  had  issued  44  use 
agreements  and  according  to  the  fee  amounts  recorded  in  the  use 
agreements,  the  commission  collected  $7,600  in  that  month. 

According  to  the  fiscal  specialist,  the  commission's  database  in 
which  data  for  the  monthly  reports  is  maintained  is  unreliable  and 
has  crashed  a  number  of  times  in  the  past,  resulting  in  lost  and 
incomplete  data.  Further,  the  fiscal  specialist  stated  that  interns 
occasionally  input  information  into  the  database  and  that  they  may 
not  have  input  the  data  correctly. 

Furthermore,  the  commission  did  not  perform  any  cut-off 
procedures  to  allow  it  to  report  and  account  for  the  fees  it  collected 
each  month.  Instead,  the  commission  submitted  to  the  mayor's 
office  all  the  receipts  the  commission  had  collected  over  several 
weeks.  This  resulted  in  deposits  sometimes  representing 
collections  from  more  than  one  month.  We  also  discovered 
numerous  deposited  checks  for  the  "Nash  Bridges"  television 
series  that  the  commission  did  not  record  in  the  use  agreements  we 
reviewed  or  record  in  the  database's  monthly  reports.  As  a  result, 
the  amounts  recorded  in  FAMIS  as  deposits  were  much  larger  than 
amounts  recorded  in  the  use  agreements  and  database,  as  shown  in 
the  table  above. 

Although  we  could  not  verify  whether  the  commission  deposited 
all  fees  it  collected  due  to  the  lack  of  adequate  records,  we  were 
able  to  confirm  that  the  amounts  it  recorded  as  collected  in  the  use 
agreements  were  deposited  to  the  film  fund. 


The  commission's  fees 
were  not  deposited  in  a 
consistent  and  timely 
manner. 


The  Commission  Needs  to  Ensure  That 
Its  Fees  Are  Deposited  Promptly 

The  commission  and  the  mayor's  office  did  not  deposit  the  fees  the 
commission  collected  in  a  consistent  and  timely  manner.  It  is 
common  practice  in  the  City  to  deposit  collections  at  least  weekly 
to  reduce  the  risk  of  theft  or  misappropriation  of  the  money.  Our 
audit  disclosed,  however,  that  the  mayor's  office  deposited  the 
commission's  fees  approximately  every  two  weeks  in  amounts 
ranging  from  $200  to  $17,500.  Due  to  lack  of  documentation,  we 


cannot  determine  whether  the  commission  was  slow  in  turning 
over  fees  to  the  mayor's  office  for  deposit  or  the  mayor's  office 
was  slow  in  depositing  fees  received  from  the  commission.  For  the 
two  fiscal  years  we  reviewed,  only  13  deposits  were  made  within  a 
week  following  the  previous  deposit.  In  25  instances,  funds  were 
held  for  two  weeks  before  being  deposited,  and  in  14  instances, 
funds  were  held  for  three  weeks  or  more.  In  one  instance,  $17,500 
in  fees  was  not  deposited  for  a  two-month  period. 


Corrective  Action 


The  commission  and 
Mayor's  Office  have 
implemented 
procedures  to  address 
some  of  the 
deficiencies  we 
identified. 


As  a  result  of  our  audit,  the  commission  and  the  mayor's  office 
implemented  procedures  to  address  some  of  the  deficiencies  noted 
in  our  audit.  To  keep  better  records  of  the  fees  the  commission 
submits  to  the  mayor's  office  for  deposit,  the  fiscal  specialist 
presents  a  listing  of  the  cash  and  checks  it  turns  over  to  the 
mayor's  office,  and  the  mayor's  office  agrees  the  listing  to  the 
actual  cash  and  checks  it  receives,  and  signs  the  listing.  The  fiscal 
specialist  retains  the  signed  listing  as  supporting  documentation. 
Also,  the  commission  and  the  mayor's  office  implemented  a 
procedure  in  which  the  deputy  director  of  operations  of  the 
mayor's  office  forwards  FAMIS  printouts  to  the  fiscal  specialist 
showing  amounts  the  deputy  director  deposited  to  the  film  fund. 
The  fiscal  specialist  compares  and  agrees  the  total  amount  shown 
on  the  FAMIS  printouts  to  the  total  shown  on  the  commission's 
listing  of  cash  and  checks.  Further,  as  of  January  1,  2003,  the  fiscal 
specialist  began  using  an  updated  database  to  replace  the  old 
database  developed  years  ago  by  the  Department  of 
Telecommunications  and  Information  Services. 


THE  COMMISSION  IS  NOT  COMPLYING  WITH 
THE  REQUIREMENT  TO  SUBMIT  ANNUAL 
REPORTS 


The  commission  has  not  submitted  to  the  Board  of  Supervisors  the 
required  annual  report  that  details  the  commission's  revenues  and 
expenditures.  The  Administrative  Code,  Section  10.100-297, 
requires  the  commission  to  submit  an  annual  report  by  March  1st  of 
each  year.  This  requirement  has  been  in  force  for  the  past  two 
years,  but  the  commission  has  not  complied  with  the  requirement. 


RECOMMENDATIONS 

The  Film  Commission  should  take  the  following  steps  to  improve 
its  internal  control  over  the  collection  and  processing  of  use 
agreement  fees: 


• 


• 


• 


• 


Obtain  and  issue  pre-numbered  receipts  to  all  film  production 
companies  that  pay  use  agreement  fees. 

Continue  to  present  a  listing  of  all  fees  collected,  together  with 
the  cash  and  checks,  to  the  mayor's  office  for  its  review, 
signature,  and  deposit. 

Submit  the  cash  and  checks  collected  for  deposit  to  the  mayor's 
office  on  a  weekly  basis.  The  mayor's  office  should  then 
promptly  deposit  the  receipts. 

Reconcile  the  listing  of  cash  and  checks  turned  over  to  the 
mayor's  office  with  the  revenue  posted  to  the  San  Francisco 
Film  Production  Fund  in  FAMIS  and  to  the  commission's  new 
database  system  on  a  monthly  basis. 

Submit  annual  reports  detailing  revenue  and  expenditures  to 
the  Board  of  Supervisors  by  March  1st  of  each  year  as  required 
by  the  San  Francisco  Administrative  Code,  Section  10.100- 
297. 


We  conducted  this  audit  according  to  the  standards  established  by 
the  Institute  of  Internal  Auditors.  We  limited  our  audit  to  those 
areas  specified  in  the  audit  scope  section  of  this  report. 


• 


Staff:    Elisa  Sullivan,  Audit  Manager 
Helen  Vo 


FILM  COMMISSION 
RESPONSE  TO  THE  AUDIT: 


City  and  County  of  San  Francisco 


Robetc  Morales 

President 
Don  M.  Canady 

Vice  President 

Kellcy  L.  Beauchamp 
Lily  Chan 

Jeannetce  Echeredgc 
Frank  Han 

Lynn  Hershman  Leeson 
Larry  Mazzola.Jr. 
Jim  McCullough 
Giovanna  Rovetri 
Lidia  Szajlco 

Martha  Cohen 

Executive  Director 

Carole  Isaacs 

Deputy  Director 

Michael  Billington 

Administrative  Assistant 


San  Francisco  Film  Commission 


April  28,  2003 

Edward  Harrington 

Controller 

Audits  Division,  Room  388 

1  Dr.  Carlton  B.  Goodlett  Place 

San  Francisco,  CA  94102 

Dear  Mr.  Harrington: 

1  am  writing  in  response  to  your  audit,  of  the  San  Francisco  Film  Commission. 

I  have  reviewed  the  audit  with  Commission  staff.  All  Audits  Division  staff 
recommendations  have  been  implemented,  with  the  exception  of  the  recommendation 
for  the  submission  of  the  annual  report  to  the  Board  of  Supervisors  detailing  our 
office's  revenue  and  expenditures.  It  had  been  the  understanding  of  this  office  that 
that  requirement  was  fulfilled  and  detailed  in  the  annual  budget  presentation  by  the 
Office  of  the  Mayor.  The  Audits  Division  recommendation  has  clarified  this 
requirement  for  our  office,  and  the  San  Francisco  Film  Commission  will  now  file  that 
document  separately  from  the  Mayor's  Office  annual  budget  report. 

Prior  to  the  audit,  the  Film  Commission  staff  had  approached  other  city  departments 
about  the  creation  of  a  database  to  track  finances,  production  schedules  and  industry 
contacts.  However,  the  estimates  for  the  implementation  and  maintenance  of  such  a 
database  exceeded  the  Film  Commission  budget.  Since  that  time,  Film  Commission 
staff  has  created  and  implemented  a  database  using  existing  computer  programs  that 
allows  us  to  record  and  report  all  pertinent  data.  As  of  March  19,  2003,  the  Film 
Commission  has  also  begun  tracking  use  agreement  fees  with  pre-numbered  receipts. 

While  our  office  has  considered  your  concerns,  some  of  your  recommendations 
regarding  the  tracking  of  fees  illustrate  a  lack  of  understanding  of  the  nature  of  our 
relationship  with  production  companies,  and  the  film  industry  in  general.  Given  the 
fluid  nature  of  production,  filming  schedules  and  needs  frequently  change  during  the 
course  of  a  project;  therefore  it  is  not  unusual  for  the  final  fees  paid  to  differ  from  the 
quote  of  the  original  use  agreement. 

Should  you  have  further  questions  or  recommendations,  please  feel  free  to  contact  me 
directly  at  554-6487. 


Executive  Director 
San  Francisco  Film  Commission 


1  Dr.  Carlton  B.  Goodlett  Place,  Room  473,  San  Francisco,  CA  94102 
TeL  (415)  554-6244  Fax:  (415)  554-6503 


cc:        Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Budget  Analyst 
Public  Library 
KPMG  LLP 
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